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25 August 1345

Ere larold . 3231%h, virector
3uareau of the 3udzet

axeeitive Office o7 the “residens
sashingion, U. C.

I°¥y dear dr. 3mith:

In enswer to your commnication of iugust 23, 1945 in
reffrgzc? to furtier reduction of versoaxnel, we are worsing aader
ﬁhe. iz ia effact a liguidation dudget. 7ithin itg provisions we
aave veten sieps to terminate =amny of our operational {as distinet
frox intelli; cnﬂe) activities and %o reduce the reanizing parts to
& size consisteat with »resead odlizations in the Ter Zast, in the
oecupetion o Zermany and ‘fuskria, and in the osintenance of mis-
:ions in the lidale Jast zad oa the Asiatic and suronean coabinent:

o 23 our liquidetion vrocesds it will become lJC“EBSnglf

cxxf:sult £o exercése'?ur.functions o that we have found it zeces-

fary ) ;et uyp ? liguidating ?o;?'ttee wil2 procedures aad conbrol:
- 2e {or the gredual elianization of our services in gten !

duction of »orsonnel.

1% is our es*ldate, however, with the sirictess econony
of manpower azd of fuads the offe *;venass of I35 ag a Jar A~ency
will end as of Jamiary 1, or at ihe latest -ebrua-y 1, 1, 2, at
which %tize 11ﬁ31¢a+1on shoula be coanleted. At that noint T wlsq
to retum to p*1 te life. Therefore, in 0013 dering the &isnos
tion to be made of the assets created b] 033, I svoa; as a Or*va
citizen concerned with the fulure of 1is couatry.

» ;; o\ Foveranent ta:av there i3 no nermanent a~eacv to

:Exe azer :ge»:anct1ons which 333 will have then ceased ta 2eriori.

fiese iaactions while carried on as incident Lo the war are in
realily esseatial in the effective discha 32 by this nation o2 itsg

L

*033013151; 131es i1 he organization aad meintenance of the peace.
R oT ry FAVY _ :
SeRRE!
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- -2 O JIGHLY

Sinece lasgt Jovenmber, I Ssve »nointed oul the immediate
necsssity of settingz ua sueh an azency t5 take over the valuable
azsets ereated b/ J33. Amony theso assets was the Pstsbllshjewt
for the first tine in our nation's 11%‘6*7 of a foreizn secre
intellisence servise which revorted inforrmation as seen t&*ouﬂn
american pyes. As an integral eand inscpoareblo part of this service
thers i3 a group of specialists to analyze and evaluate the zaterial
far oressntation to those wio determine nabional poliey,

is not casy %o ast u»n a modera inbtallizence 3jsteu.
2ficualt to €0 30 in bime ol peacs then in bize o war.

1% is izportant Shsrefore that it be done belore the Yar
cj has ulsanpearec 30 that profit ooy be nmade of its experience
aqd mmow how' in deciding how Lhe new agency ney best be con;.ucted°

I have already subaitted a plan for the establishment of
a coentralized s7aten. Jowever, bthe discuassion of that proposal
iaciecated the need of sn agreenent upon cer*azn Iunhauental rin=
ainles before a detailed nlau is formlated., If those councerned
coild agree unan the srineivples within which such a system should
“e eatablisied, accentance of a common Dlan would be more essily
acsicved.

Aceording l]. I attech a stateaent of oprineiples, the
goundness of wiich I believe has been establighed by atudy end by
oractical exporience.

Sincerely,

Jilliam J. Danovan
Jirector
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